International 
Marketing Information 
Series 


44, 
wa 


Foreign Economic Trends 
and Their Implications 
for the United States 


APRIL 1985 


FET 85-41 
Frequency: Semiannual 
Supersedes: 84-112 


PREPARED BY 
AMERICAN EMBASSY SANTIAGO 


U.S. DEPARTMENT OF COMMERCE 


international Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 
tion, $70.00. Foreign mailing $17.50 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





Ahi. 


IT. CHILE: KEY ECONOMIC INDICATORS 


Area: 292,298 sq. mi.; Population (June, 1984): 11,878,400 


Exch. Rate, Budget, Nat.Accts. 


Exchange Rate (Ch$/US$)(1) 
Exchange Rate (2) 
Pub.Sect. Deficit as % of GDP 
Real GDP Growth % 
Industrial Growth % 
Agricultura! Growth % 
Fishing Growth % 
Construction Growth % 
Mining Growth % 

Commerce Growth % 

Copper Production (000 MT) 
Nominal Copper Price 

(U.S. cents/1b.) (2) 


Employment, Wages, Inflation 


Govt. Work Programs as % of 
Labor Force (1) 

Nat.Unemployment % (1) 

Real Wages % change (1) 

Consumer Prices % change (1) 

Wholesale Prices % change (1) 


Money and Interest Rate 


Real Monetary Base % Growth (1) 
Real Ml % Growth (1) 

Real M2 % Growth (1) 

Real Short-term Lending % Rate (2) 


External Accounts (million US$) 


FOB Merchandise Trade Balance 
FOB Merch. Exports 

--U.S. % Share 

FOB Merch. Imports 

--U.S. % share (3) 

Financial Services Balance 
Current Account Balance 
Capital Account Balance 
Balance of Payments 

Central Bank Gross Reserves (1) 
Central Bank Net Reserves (1) 
Total Foreign Debt (1) 


(1) End of period values. 
(2) Period Average. 
(3) CIF Against CIF Total. 
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II. QVERVIEW AND PROSPECTS 


The Chilean economy grew at the high rate of 5.9 percent in 1984, versus a 
target of 4.0 percent. Nonetheless, growth halted in the fourth quarter of 
the year. Dynamic sectors included fishing, industry, utilities, and 
agriculture. Factors contributing to the yearly expansion included the 
beneficial effects of devaluations in previous years, declining domestic 
interest rates in the first three quarters of the year, greater fiscal 
spending, domestic debt renegotiations, and rational macroeconomic policies 
that tracked with an IMF Stand-By Program. Moderate inflation and a slight 
decline in open unemployment and wages accompanied the growth. Open 
unemployment and underemployment remained high. The lack of growth in the 
fourth quarter resulted from a major devaluation in September, higher domestic 
interest rates as the Government attempted to comply with IMF Stand-By Program 
targets on reserve loss and credit creation, and lessened expectations. 


Chile nearly complied with the terms of the 1984 Stand-By Program. Over 
the past two years, Chile probably maintained the best IMF Program compliance 
record in Latin America, although credit creation and international reserve 
loss exceeded 1984 targets by small amounts. The 1984 fiscal deficit equalled 
the target. This good performance came about despite lower-than-expected 
copper prices, and higher-than-expected international interest rates. High 
short-term external borrowing stemmed the reserve loss in 1984, but will 
complicate future management of the balance of payments. Preliminary 
agreement was reached in February of this year for a three-year IMF Extended 
Fund Facility to replace the two-year Stand-By Program that expired in 
January. The new agreement will provide needed balance of payments deficit 
financing through direct IMF credits, while assuring foreign lenders that 
Chile will follow rational macroeconomic policies that will allow orderly 
servicing of its large external debt. Negotiations are proceeding with the 
World Bank for a major Structural Adjustment Loan. An agreement would provide 
needed capital inflows, and further reassure foreign lenders that Chile will 
continue sound economic policies. The new Finance Minister appointed in 
February of this year will likely follow consistent free-market policies. At 
the end of February, the Government devalued the peso by 9 percent, and cut 
tariffs by 5 percent. 


Continuing foreign exchange constraints and resultant lowered expectations 
will make 1985 a more difficult year than 1984 in economic terms. The 
Government predicts a hard to achieve 4 percent real growth in 1985. Due 
largely to the heavy external debt load, growth possibilities depend mainly on 
external factors outside the Government's control, including the key variables 
of copper prices, international interest rates, and the amount of new money 
from private foreign lenders. Multilateral agency lending should rise. 
External debt restructuring negotiations will begin in March. According to 
Government projections, Chile will need new private bank credit through 1987. 
To free itself of new commercial credit needs after 1987, the country wil] 
need to diversify and augment its export capacity, boost domestic savings, 
strengthen the private sector, maintain its attractive foreign investment 
rules, and adhere to sound macroeconomic policies. Recent legislation to 
overcome the problem of private banks under temporary state control wil] 
help. With the right combination of policies, a good economic infrastructure 
already in place would allow moderate economic growth over the medium-term. 





III. ECONOMIC DEVELOPMENTS AND GROSS DOMESTIC PRODUCT (GDP) 


Chile's GDP grew by 5.9 percent in 1984, the highest rate in Latin 
America. GDP equalled just under $20 billion. A low 1983 base, combined with 
sharp recovery in industry, agriculture and mining, and higher fiscal 
spending, especially in construction, accounted for the good growth in 1984. 
High anticipatory imports in the second and third quarters due to expectations 
of a devaluation and higher tariffs boosted the commerce sector. The 
September 17 major devaluation, higher domestic interest rates in the fourth 
quarter, and resultant lowered expectations halted growth in the last 
quarter. The lagging effect of these events and the latest major devaluation, 
plus lower fiscal spending, will lead to low growth in the first two quarters 
of 1985. Construction and commerce will decline in the first half of the 
year. Lagging beneficial effects of the September and February devaluations 
will probably spark a moderate recovery in the second half of the year, mainly 
in manufacturing, agriculture, and mining. Whether the country can grow at 
the 4 percent rate projected by the Government for the year as a whole depends 
on a recovery in copper prices, the maintenance of low international interest 
rates, adequate foreign capital inflows, and private sector confidence. 
Concerns in the private sector revolve around domestic debt servicing, 
consumer demand, and tariff and exchange rate policies. 


A 10.3 percent expansion in manufacturing contributed to the strong 
economic growth in 1984. Devaluations in previous years, higher duties, 
domestic debt renegotiations and lower domestic interest rates in the first 
three quarters of the year caused the expansion in the sector. Profits for 
both state and private firms rose significantly in the year. Reduced consumer 
demand and higher domestic interest rates slowed the sector in the fourth 
quarter. An agreement in October between the Government and the private 
Cruzat-Larrasn conglomerate on orderly debt payments and management wil] 
facilitate administrative and investment decisions for the group's large 
firms. The manufacturing sector should recover enough in 1985 to grow by 


about 4 percent. Processing of wood products should lead manufacturing growth 
over the coming years. 


Agriculture's recovery in 1984 led to a 6.7 percent expansion. Farm 
profits increased significantly due to improved prices, derived in part from 
commodity support policies for a few products. Production of 14 main crops 
and the fruit subsector expanded sharply, while livestock output declined. 
Chile's 1984 agricultural trade balance (not including forest products) 
improved significantly due to larger exports and lower imports. Total exports 
increased 29 percent to $437 million, with fruit exports leading the way. 
Imports dropped 9 percent to $463 million mainly as a result of lower wheat 
imports. Agriculture could grow by 5 percent in 1985. Increases in fruit and 
vegetable exports, and lower imports of wheat, corn, sugar, and vegetable oils 
Should result in a 1985 agricultural trade surplus, the first in years. 
Fishing grew by 12.6 percent in 1984 and snould expand moderately in 1985. 
Chile remains the third largest fishing nation, and exports large quantities 
of fishmeal. 


Copper dominates the mining sector. The mineral provided 43.8 percent of 
the country's export earnings in 1984, and a substantial part of fiscal 
revenues. Copper production increased 3.4 percent in 1984 to a record 1,304 
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million metric tons, making Chile the world's largest copper producer for the 
third year in a row. Despite the increase in production, copper export value 
in 1984 fell 13.6 percent to $1,587 million due to lower prices. The largest 
copper producer in Chile is state-owned CODELCO, which accounted for 80 
percent of the total production. CODELCO is undertaking investments to 
increase production by roughly 2 percent annually in the face of falling ore 
grades. Owing to low costs of production, CODELCO remained profitable in 1984 
despite the weak copper prices, which, by year-end, were the lowest, in real 
terms, since the Great Depression. CODELCO earned an after-tax profit of $140 
million. Private copper producers (including U.S. mining companies) are 
considering investment plans to increase production capacity or to develop new 
mines. Most copper projects remain in abeyance pending improvement of 

prices. Due to depressed prices for gold, silver and other minerals, total 
mineral export value fell 13.7 percent in 1984 to $1,983 million. A number of 
exploration and development projects for precious metals are being undertaken 
by private companies. Production should increase moderately during the next 
few years. Lithium production began in May, 1984, under a joint venture 
between Foote Minerals Co. and the Chilean State Development Corporation 
(CORFO). The project will eventually increase non-communist world production 
of lithium by about 20 percent. CORFO is also considering a joint venture 
with Molymet (a Chilean minerals processor) and AMAX for a new mixed mineral 
salts project in the Salar de Atacama region. Domestic crude petroleum 
production fell 1.9 percent in 1984 to 2.24 million cubic meters, equivalent 
to roughly half of total national consumption. The state-owned petroleum 
company ENAP is the sole producer of crude petroleum and ga: in Cnile, and 
also owns the country's two refineries. ENAP plans an inv2stment program of 
$160 million over the next three years for petroieum exploration, refinery 
expansion, and construction of a gas pipeline to supply gas to planned 
methanol and urea/ammonia projects near the Straits of Magellan. The start-up 
of the 490 MW first stage of the Colbun-Machicura hydroelectric project, 
scheduled for the second quarter of 1985, plus the conversion to domestically 
produced coal for power generation at CODELCO's Tocopilla plant, will help 
hold down domestic petroleum consumption over the medium term. Soft petroleum 
prices will also lower the import bill in 1985. 


IV. FISCAL POLICY 


The non-financial public sector deficit (net indebtedness of Government 
plus non-financial public enterprises) as a percentage of GDP rose to 4.5 
percent in 1984 up from 3.0 percent in 1983. The 1984 result complied with 
the IMF Stand-By target. Following three straight years of deficits, Treasury 
bills placed in local financial markets rose dramatically. The 1984 boost in 
fiscal spending played a key role in 1984 GDP growth. Under the new IMF 
Extended Fund Facility, Chile will cut the 1985 deficit target to 3.0 percent 
of GDP. A mid-year review will determine the feasibility of raising the 
annual target to 3.5 percent. The lower spending will help prevent greater 
inflation and reserve loss, and avoid crowding out private sector investment. 
Higher state firm profits will help keep revenues up in 1985. In late 
December, the Government stated that the 1985 tax relief scheduled for firms 
and individuals would go into effect, reversing the September announcement 
that the relief would be postponed. When determining 1985 spending, the 
Government must choose between social welfare and investment activities. A 
decline in investment expenditure will reduce economic growth in future years 
and reduce the country's export capacity. Over the medium term, the amount of 
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domestic savings will play the key role in economic growth since private 
foreign lenders have become increasingly reluctant to extend new funds. 
Continued Government absorbtion of private domestic savings would weaken the 
private sector. Pressure on fiscal spending over the long-term will result 
from the Government's obligation to finance public pension fund expenditures. 


Most contributors have shifted to the rapidly expanding private pension funds 
(AFPs). 


V. MONETARY POLICY 


Monetary policy was uneven in 1984. Due in part to rising confidence, the 
monetary base grew significantly in the first quarter of the year. Domestic 
interest rates declined. Large credit expansion in the second quarter, in 
combination with declining expectations, led to reserve loss and a smaller 
monetary base. Short-term foreign credits helped finance the internal credit 
expansion. Liquidity problems in the fourth quarter, caused in part by 
Government efforts to comply with IMF Stand-By targets in credits and 
reserves, led to higher domestic interest rates. These higher rates 
contributed to the halt in economic growth in the fourth quarter. Despite the 
Government's tight monetary policy in the fourth quarter, the country exceeded 
the IMF target for Central Bank net domestic asset growth, which is related to 
internal credit creation. Due to less stringent Government monetary policy in 
the early part of the year, and less fiscal borrowing, domestic interest rates 
should fall moderately in the first quarter of 1985 compared with the fourth 
quarter of 1984. This decline will help reactivate the economy. Nonetheless, 
interest rates for all of 1985 will likely exceed the 1984 average. 


Various Government programs, including domestic debt renegotiations, 
special credit lines, and Central Bank purchases of overdue private loans 
strengthened most domestic banks over the past year. Moderate economic 
recovery, plus more conservative bank management, also helped. Deposits and 
loans grew. Overdue loans sold to the Central Bank declined. All but a few 
private banks earned operating income in 1984. Those banks which sold overdue 
loans to the Central Bank must buy back the loans with any operating income. 
The Superintendency of Banks announced a series of measures in late 1984 and 
early 1985 to strengthen regulatory control. The five private banks, 
including the targest and third-largest in the country, placed under temporary 
State control (intervention) in January, 1983, continued to lose large sums. 
In December, 1984, the Government approved legislation which will recapitalize 
the intervened banks through the conversion to shares of Central Bank loans, 
lift state control, and allow the sale of overdue loans to the Central Bank. 
New capital shares held by the Government will be sold or given away to the 
private sector within 5 years. If the capital infusions are insufficient for 
the larger intervened banks, new options may be required. 


The large Central Bank programs to help the private sector are expensive 
and reduce monetary policy flexibility. Domestic debt reprogrammings for 
tertiary firms divert funds that could be channeled to more dynamic export and 
import-substitution firms. Credit creation by the Central Bank in 1985 will 
be limited by the IMF Facility, and the Central Bank will emphasize medium 
rather than short-term policy. When grace periods for the initial domestic 
debt restructurings end in the next few years, the Government's willingness to 
allow non-viable firms to fail will determine the eventual success of the 
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reprogrammings. More intractable monetary problems over the long term include 
high domestic interest rates, low domestic savings, and the scarcity of 
long-term capital. 


VI. EMPLOYMENT, INFLATION AND WAGES 


Unemployment and underemployment remained a serious socio-economic problem 
in 1984, despite some improvement due to economic growth. During the course 
of 1984, the number of employed persons increased by 3.8 percent, versus a 
labor force increase of 3.0 percent. Population growth reached 1.7 percent. 
Direct unemployment, after edging up to 16.2 percent in June from the 14.6 
percent level at the end of 1983, declined to 14.0 percent by the end of 
1984. Seasonal employment in agriculture helped bring down the rate at the 
end of 1984. Following a steep plunge in the number of workers in the two 
Government low-wage work programs during the early months of the year, the 
number leveled off during the second and third quarters. During the fourth 
quarter, however, the number edged upward, and equalled 10 percent of the work 
force in December. At end of 1984, unemployed workers and those in the two 
Government work programs totalled 24.0 percent of the labor force, compared 
with 27.8 percent at the end of 1983, though some double counting exists. 


Unemployment will likely rise slightly over the first half of 1985 due to 
lessened economic growth, and seasonal layoffs in agriculture and 
construction. For the end of 1985, the Government projects an unemployment 
rate of 11 percent. Given the hesitation of employers to hire new workers in 
the face of an economic slowdown, and the lack of fiscal revenues to boost 
significantly the number of workers in the Government work programs, this 
target will be difficult to reach. 


The Consumer Price Index (IPC) rose by 23 percent in 1984, relatively low 
by Latin American standards, compared with 23.1 percent in 1983. The higher 
1984 Wholesale Price Index, which rose by 36.5 percent, indicates that low 
consumer demand forced retailers to cut their margins. Tight monetary and 
fiscal policies led to the moderate consumer price inflation in 1984. About 
one-half of the year's inflation took place in a few weeks after the September 
17 devaluation and tariff hikes. Inflation during the rest of the year was 
low. For 1985, inflation will probably climb slightly to 25 percent. The 
inflation effect of the recent devaluation will be largely offset by the 
tariff cut. Real wages fell by 4.3 percent for 1984 through November, 
following significant declines in 1982 and 1983. The high rate of 
unemployment dampens wage demands in the private sector. Low real wage hikes 
help hold down inflation, and reduce consumer demand. Real wages are not 
likely to rise in 1985. 


VII. EXTERNAL SECTOR 


Government Policy: Chile's large external debt servicing burden 
constrains economic growth. To get out from under this burden, Chile must 
increase exports or create viable import-substitution activities. The 
maintenance of a realistic exchange rate and other incentives to exporters 
will play a key role. Higher import tariffs or other trade barriers involve 
an anti-export bias due to the high import component of many of Chile's 
exports. 
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On September 17, the Government announced a 23.7 percent devaluation of 
the peso against the dollar, and a tariff hike of 15 percent for most products 
to a uniform level of 35 percent. On February 26, 1985, the Government 
announced a 9 percent devaluation, and cut tariffs to 30 percent effective 
March 1, 1985. A further cut to 25 percent is scheduled for the first half of 
1986. Chile's import policy is one of the most liberal in Latin America. No 
import quotas or prohibitions exist. 


The Government maintains a crawling peg exchange rate system. The peso is 
devalued daily on a pro rata basis, in accordance with the previous month's 
internal rate of inflation, minus external inflation, which was about 4.8 
percent last year. Despite the sharp depreciation of the peso against the 
dollar in recent years, the concurrent depreciation of European and Japanese 
currencies against the dollar lessens Chile's exports to these regions. 
Growing appreciation of the dollar against major currencies since September 
offset much of the effect of the September peso devaluation, and increased 
pressure for the recent devaluation. Assuming the dollar eventually 
depreciates against major currencies, Chile's trade competitiveness wil] 
increase. At the end of February, the official exchange rate is 144 pesos to 
the U.S. dollar, and the parallel rate about 150. 


Current Account: Despite the September devaluation and tariff hike, 
Chile's FOB merchandise trade surplus shrank to $303 million in 1984, compared 
with $1 billion in 1983. This amount is not sufficient to service the 
country's external debt. Lower copper prices, which averaged 62.4 cents per 
pound in 1984 compared with 72.2 cents in 1983, accounted for much of the 
decline. Every one cent decline in the average annual price means about $27 
million less in annual export earnings. Despite the lower copper price, the 
item accounted for 43.8 percent of total export value in 1984. Export volume 
of all items increased by 4.2 percent in 1984, while the average unit value 
declined by 8.4 percent. As a result, total export value declined by 4.7 
percent. The Government announced in December that a proposed export 
"drawback" scheme to reimburse exporters for some import duties would not be 
implemented. During 1985, a possible modest rise in copper prices, plus 
beneficial effects of the two recent unscheduled devaluations, should boost 
exports moderately. The Government projects an average copper price of 65 
cents. For the first two months of 1985, however, copper prices averaged the 
same as in 1984. Growth in other Latin. American economies would boost Chilean 
exports. 


A 19.0 percent increase in import value during 1984 also helped shrink the 
trade surplus. Consumer good imports increased by a scant 2.3 percent, while 
intermediate good imports grew by 20 percent, and capital goods by 51.8 
percent. The higher intermediate and capital good imports reflect greater 
economic activity and investment. Growth in all import categories also 
resulted from anticipatory imports in the second and third quarters due to 
expectations of a devaluation and tariff hikes. Likely lessened economic 
growth in 1985, higher average tariffs, the considerable anticipatory 
stockpiling of imports in 1984, and the two recent devaluations should cut 
1985 imports moderately. 


Despite the recent declines in the U.S. prime rate, interest payments on 
Chile's external debt still consume about half of the country's export 
receipts. Every one percent change in the average annual interest rate means 
a difference of over $150 million in interest payments. During 1984, Chile's 
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net financial servicing bill (including interest expenses, interest income, 
profits and dividends) rose to $1,863 million. The base U.S. prime rate 
averaged 12.2 percent. Combining the $303 million trade surplus and the 
$1,863 financial services outflow with a deficit of $537 million in 
non-financial services (freight, insurance, etc.), and a $90 miilion surplus 
in transfers, a 1984 current account deficit of over $2 billion resulted. For 
1985, the Government projects a current account deficit under $1.4 billion, 
and a merchandise trade surplus of $1 billion. 


Capital Account: The capital account surplus of $2,040 million in 1984, 
up dramatically from the $488 million surplus in 1983, included $647 million 
in outflows for non-rescheduled amortization payments, and, on the positive 
side, $780 million in new money from private foreign banks, and $65 million in 
foreign investment. The balance came from multilateral and Government 
institutions, suppliers' credits and short-term trade and other credits. Some 
of the growth in short-term credit arose from a normal increase in trade 
credits as imports increased. A large part of the rise in short-term credits 
was due to increased Central Bank drawings of short-term credits from the Bank 
for International Settlements, borrowing by state firms, acceleration of the 
use of trade credits, transfers from dollar accounts abroad by state firms, 
and swap arrangements. The Central Bank continued an expensive incentive 
program in 1984 to attract swaps and dollar deposits. Chile's foreign debt, 
not including IMF credits, equalled $18,946 million at the end of 1984, or 
nearly the same as the country's GDP. The 8.5 percent increase in foreign 
debt during the year exceeded GDP growth. The sharp increase in 1984 
short-term credits used up much of the cushion that the Government had to 
manage the balance of payments. Eventual outflows of these short-term credits 
will complicate balance of payments management. The Inter American 
Development Bank (IDB), the World Bank, the U.S. ExIm Bank and the U.S. 
Commodity Credit Corporation have boosted lending considerably in recent 
years. Both the IDB and the World Bank are exploring co-financed projects, 
under which the multilateral institutions would provide direct credits and 
also guarantee new credits by private lenders. A World Bank Structural 
Adjustment Loan may be signed later this year. Likely new rescheduling of 
amortization payments to private foreign banks will ease the task of attaining 
the $1.4 billion capital account surplus needed in 1985. 


Balance of Payments Result: Combining all items in the balance of 
payments, Chile incurred a 1984 balance of payments surplus of $33 million, 
according to the Central Bank definition. Nonetheless, net international 
reserves, as defined by the IMF, declined slightly. Despite the net reserve 
loss, Chile did well to come as close as it did to the target in view of 
adverse external conditions. 


New Debt: Chile needs new foreign credits to grow. At the same time, it 
must limit new external debt over the rest of the decade. Small and regional 
U.S. banks and European banks have become less interested in new balance of 
payments lending. Chile continues its good record of making full interest 
payments on its foreign debt. External debt restructuring negotiations wil] 
begin in March to discuss new credits in 1985, renewal of crucial short-term 
credits beyond June, 1985, and postponement of principal payments due after 
the first quarter of 1985. Following new money facilities of $1.3 billion in 
1983 and $780 million in 1984, private foreign banks will seek to avoid an 
1985 increase over the 1984 level. If international interest rates stay at 
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present levels for the rest of 1985, Chile's borrowing needs will decline. In 
addition, if Chile can substitute the LIBOR interest rate for U.S. prime as 
the base figure for flexible rate loan payments, plus obtain lower spreads, 
its new money needs could decline further. 


VIII. COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Chile enjoys a good level of human and natural resources, and maintains 
attractive foreign investment rules. Foreign investors receive 
non-discriminatory treatment. A number of firms have contracted for 
investment insurance with the U.S. Overseas Private Investment Corporation. 
Since 1974, the Government has authorized about $7.3 billion in foreign 
investment, but only about $2 billion has flowed in. U.S. investors account 
for about half of the realized investment. Low mineral prices and consequent 
investment delays account for most of the difference between authorized and 
realized investment. In 1984, net direct foreign investment fell to $65 
million, compared with $148 million level in 1983, and $384 million in 1982. 
The continued plunge in foreign investment in 1984, despite liberal foreign 
investment legislation, resulted from the investment decline in all of Latin 
America, lagging effects of the 1982-1983 recession in Chile, low mineral 
prices, and political uncertainties. Foreign investment in 1985 will probably 
increase moderately to a level under $100 million due to initial work on a 
large methanol gas project in the South. 


Chile remains among the most open markets in Latin America. Apart froma 
120-day waiting period for the receipt of foreign exchange to pay for imports, 
the only significant barrier to trade is the 30 percent uniform import tariff 
effective March 1, 1985. Government statements and actions indicate that the 
economy will remain open to imports. Imports from the U.S. in 1984, which 
rose 14 percent to $750 million, accounted for 22.3 percent of total imports, 
compared with 23.7 percent in 1983. The decline in market share reflects the 
appreciation of the U.S. dollar, to which the peso is tied, against European 
and Japanese currencies. In addition, U.S. exports of agricultural 
commodities declined due to Government measures to protect local farmers. 
Wheat exports, the main U.S. export item, declined by 25 percent to $129 
million. Chilean import composition continued a shift from consumer goods to 
primary, intermediate and capital goods. Chile's need to earn or conserve 
foreign exchange creates sales opportunities in export-oriented industries, as 
well as. in import-substitution industries. Good prospects may be found in 
mining, fishing, agriculture and forestry firms. 


The U.S. Foreign Commercial Service (FCS) in Santiago conducts a 
promotional campaign to take advantage of U.S. export opportunities. Events 
planned for 1985 include: 1) Helicopter and Aviation Services, 2) Food 
Processing and Packaging, 3) Electric Power Generation, 4) Marine Equipment, 
5) Mining and Extraction and 6) Agricultural and Fruit Growing Equipment. FCS 
Santiago will organize a catalog exhibit at the U.S. Pavilion in the Santiago 
International Trade Fair, October 31 - November 10, 1985. Interested U.S. 
firms should contact FCS Santiago or their nearest U.S. Department of Commerce 
District Office. 
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Best prospects for U.S. exports to Chile include: Telecommunications 
Equipment: automatic switching and switchboard equipment, telephone 
instruments, radio and TV studio equipment; Mining and Earthmoving Equipment: 
heavy ore-carrying dump trucks, scrapers and bulldozers, shovels and backhoes, 
conveyor systems, concentrators and crushers; Construction Equipment: 
hydraulic cranes, front-end loaders, off-highway tractors, and motor graders; 
Food Processing and Packaging Equipment: fruit and vegetable processing 
equipment, fish, meat and dairy products processing equipment, wrapping 
machines, conveyors and belts, and box-handling machinery; Pulp and Paper 
Machinery: cellulose pulp and paper machinery, converting and finishing 
machinery, pulping machinery, wood chip and particle board machinery, and 
newsprint machinery; Computer Equipment: small business computers and 
terminals, memory units and mini-computers in general; Automotive Parts and 
Accessories: valves, pumps, brake parts and assemblies, shock absorbers and 
distributors; Medical Instruments and Equipment: electro-medical apparatus, 
Surgical instruments, respiratory appliances, pacemakers, patient-monitoring 
systems, hospital examining tables and furniture, disposables, laboratory 
supplies, and portable intensive care incubators; and Security Equipment: 
alarm and signal systems, detection devices, closed circuit TV, personal and 
industrial safety equipment, access control, protective apparel, bullet proof 
glass, electronic lockers, alarms, fire trucks, and emergency lights. 
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good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
GSS RB EE Ea SL ca a te OST Ra PR a eS SS SS SE 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 
Enclosed is$______———dO check, ead 
C money order, or charge to my Total charges $_______ Fill in the boxes below. 


Deposit Account No. Credit 


aoe gedve, COOP 


Expiration Date 
Order No. Month/Year at 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
(0 Foreign Economic Trends at $66 ($82.50 overseas) Quantity 


Company Name .. Enclosed 


To be mailed . 
Subscriptions 


individual's Name—First. Last 


Postage 
Foreign handling 
MMOB 


Street address 


City State ZIP Code 


ee LL 


(or Country) 
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PLEASE PRINT OR TYPE Retund 








